BRIAN C. MCNEIL

COMMISSIONERS

MARC SPITZER - Chairman Executive Secretary
JIM IRVIN
WILLIAM A. MUNDELL Direct Line: 602-542-3682
JEFF HATCH-MILLER 4 Fax: 602-542-3708
MIKE GLEASON ARIZONA CORPORATION COMMISSION E-mail: MGLEASON@cc.state.az.us

May 12, 2003

Chairman Marc Spitzer
Commissioner Jim Irvin
Commissioner William Mundell
Commissioner Jeff Hatch-Miller
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Re:  APS Application for Approval of Rate Adjustment Mechanisms
Docket No. E-01345A-02-0403

Dear Colleagues and Parties:

After reviewing the opening briefs on the APS adjustor application, another issue is presented
that I would like the parties to address in their reply briefs. Specifically, since there has been no
divestiture of APS generation assets and there is an ongoing Track B process for solicitation of
bids for certain power supply requirements, an adjustor mechanism limited in scope to pass
through costs enly for the power purchased in the competitive Track B process may be an
appropriate mechanism for Commission consideration. An exploration of the pros and cons of
the concept of such a limited APS purchased power adjustor mechanism exclusively for power
purchased under Track B procedures would be helpful to me in my further review of these
matters.

Again, I look forward to reading the parties’ views on this issue in their reply briefs.
Sincerely,

et 2T
Commissioner Mike Gleason
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DOCKET NO. E-01345A-02-0707

DISSENT OF COMMISSIONER GLEASON

I respectfully dissent from my fellow Commissioners regarding the Commission’s
approval of APS’s request to loan PWEC up to $500 million. While I believe the record
supports APS’s claim that PWEC needs APS’s credit support to refinance its debt, a
guarantee is the only type of refinancing that is in the public interest.

By this order, the Commission approved a speculative loan from a regulated utility to an
unregulated company with less than investment credit rating, which will put the utility
over its mandated debt ceiling.

The following support this statement:

1. There is no list of collateral for this loan.

2. There is no appraisal of assets to be used as collateral for this loan.

3. The banks will not make the loan; thus it must be considered a speculative
loan.

4. The exclusion of this loan from APS’s continuing credit will, by testimony,

put APS’s debt over the mandated ceiling. This tacitly increases the debt limit
when utilities are under pressure to conserve their financial debts.

Thus, the Commission authorized a speculative use of a regulated utilities fund which
could put the ratepayers at risk of higher rates.

Furthermore, the fundamental principles of the Commission’s Affiliated Interest Rules

_prohibit exactly this type of situation. To preserve competition and to maintain the
integrity of our Affiliated Interest Rules, a lending institution needs to stand in between
PWEC assets and APS. :

The Order requires APS to refinance PWEC debt in a manner that is in the best interest of
the ratepayers. To that end, it is my belief APS should choose a guarantee. Since the
Order allows APS to select a loan, I must dissent.
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